TEXAS

ALCOHOLIC BEVERAGE CODE

TITLE 2. ADMINISTRATION OF CODE

CHAPTER 6. ACTIVITIES SUBJECT TTO REGULATION

Sec. 6.03. Citizenship Requirements.

(a) It is the public policy of this state and a purpose of thissection to require that, except as provided in
Subsection (k) ofthis section or otherwise in this code, a permit or license may not be issued to a person
who was not a citizen of this state fora one-year period preceding the date of the filing of theperson's
application for a license or permit. In that regard,the legislature makes the findings in Subsections (b)
through (j)of this section. (b) Between 1920 and 1933, the distribution and consumption ofalcoholic
beverages was prohibited in the United States. Whilethe idealistic motives behind Prohibition were noble, a
lawenforcement nightmare ensued. Otherwise law-abiding citizensroutinely violated the law by buying and
consuming alcoholicbeverages. The demand for the illegal products created anopportunity for criminal
elements to develop a national networkfor the supply and distribution of alcoholic beverages to
thepopulace. Massive criminal empires were built on illicit profitsfrom these unlawful activities and
organized crime openlyflourished in Chicago, New York, New Orleans, and other cities. (c) During
Prohibition, the illegal enterprises used their national wholesale distribution networks to exert control
overtheir customers. A common operating procedure was to sellalcoholic beverages to a speakeasy on
liberal terms to ensnarlthe owner in a web of debt and control with the aim of forcingthe owner to engage
in other illegal business enterprises on thepremises including gambling, prostitution, and the distributionof
illegal drugs. (d) In 1935, when the sale of alcoholic beverages was legalizedin this state following the
adoption of the Twenty-firstAmendment to the United States Constitution, the state was facedwith building
an entire framework for the distribution ofalcoholic beverage products. An important concern was that
since criminals owned and controlled the existing illegal alcoholicbeverage distribution system, criminals
would attempt to own andcontrol the newly legalized industry. In an effort to preventthis situation,
comprehensive laws were adopted to ensure that analcoholic beverage permit or license could be issued
only tocitizens of the state who had lived in this state for at least three years, thus, long enough to be known
by their community andneighbors. (e) Under the newly designed regulatory scheme, permits andlicenses
issued by the state did not grant the holder a right. Rather, the holder was granted a privilege that could
bechallenged at both the county and the state level if the character or qualifications of the applicant were
suspect. Finally, strict cash and credit laws were adopted to preventparties in the wholesale distribution
system from controllingtheir retail customers through the leveraging of debt to accomplish other illicit gain.
(f) The alcoholic beverage laws adopted by the legislature inthe 1930s to free the industry from the
influence of organizedcrime have been successful in this state. The alcoholic beverage industry in this state
is not dominated by organized crime. However, the legislature does find that organized crime continuesto
be a threat that should never be allowed to establish itselfin the alcoholic beverage industry in this state. (g)
To accommodate the interests of the consuming public, the expansion of popular nationwide businesses,
and the increasingstate interest in tourism, and at the same time to guard againstthe threats of organized
crime, unfair competition, and decreasedopportunities for small businesses, the legislature finds thatthere is
no longer need for the three-year residency requirementswith regard to those segments of the industry that
sell alcoholic beverages to the ultimate consumer only. The legislature findsthat it is desirable to retain a
one-year residency requirementfor businesses that sell to the consumer packaged liquor andfortified wine
capable of being used to supply legal or illegalbars and clubs. The legislature also finds it reasonable,
desirable, and in the best interests of the state to provide aone-year residency requirement for businesses
engaged in thewholesale distribution of beer, malt liquor, or wine or in themanufacture and distribution of
distilled spirits and fortifiedwines at both the wholesale and the retail levels where thosebeverages, in
unopened containers, are sold to mixed beveragepermittees and private club registration permittees as well
as tothe general public. Adequate protection is deemed to be providedby controlling those sources of



supply for distilled spirits andfortified wines. (h) It is also the public policy of this state and a purpose
ofthis section to enforce strict cash and credit laws as a means ofpreventing those engaged in the
distribution of alcoholicbeverages from exerting undue influence over any level of theindustry selling or
serving alcoholic beverages to the ultimateconsumer. (i) It is also the public policy of this state and a
purpose ofthis section to maintain and enforce the three-tier system(strict separation between the
manufacturing, wholesaling, and retailing levels of the industry) and thereby to prevent thecreation or
maintenance of a "tied house" as described andprohibited in Section 102.01 of this code. (j) The above-
stated public policies, purposes of this section,and legislative findings are provided as guidelines for the
construction of the following subsections of this section. (k) A requirement under this code that 51 percent
or more ofthe stock of a corporation be owned by a person or persons whowere citizens of this state for a
one-year period preceding thedate of the filing of an application for a license or permit doesnot apply to a
corporation organized under the laws of this statethat applies for a license or permit under Chapters 25-
34,Chapter 44, Chapters 48-51, Chapters 69-72, or Chapter 74 of thiscode if: (1) all of the officers and a
majority of directors of the applicant corporation have resided within the state for a one-year period
preceding the date of the application and each officer or director possesses the qualifications required of
other applicants for permits and licenses; (2) the applicant corporation and the applicant's shareholders have
no direct or indirect ownership or other prohibited relationship with others engaged in the alcoholic
beverage industry at different levels as provided by Chapter 102 of this code and other provisions of this
code; (3) the applicant corporation is not precluded by law, rule, charter, or corporate bylaw from
disclosing the applicant's shareholders to the commission; and (4) the applicant corporation maintains its
books and records relating to its alcoholic beverage operations in the state at its registered office or at a
location in the state approved in writing by the commission. (I) Corporations subject to Subsection (k) of
this section thathave substantially similar ownership may merge or consolidate. Afee of $100 shall be paid
to the commission for each licensed orpermitted premises that is merged or consolidated into thesurviving
corporation. The surviving corporation succeeds to allprivileges of the prior corporation that held the
permits or licenses if the surviving corporation is qualified to hold thepermits or licenses under this code.
For the purposes of thissubsection, corporations have substantially similar ownership if90 percent or more
of the corporations is owned by the sameperson or persons or by the same corporation or corporations or if
the surviving corporation has maintained an ownership interestin the merged or consolidated corporations
since the date theoriginal permit or license was issued.Added by Acts 1993, 73rd Leg., ch. 934, Sec. 16, eff.
Sept. 1,1993.

TITLE 3. LICENSES AND PERMITS

SUBTITLE A. PERMITS

CHAPTER 11. PROVISIONS GENERALLY APPLICABLE TO PERMITS
SUBCHAPTER C. CANCELLATION AND SUSPENTION OF PERMITS

Sec. 11.64. Alternatives to Suspension, Cancellation.

(a) When the commission or administrator is authorized tosuspend a permit or license under this code, the
commission oradministrator shall give the permittee or licensee theopportunity to pay a civil penalty rather
than have the permit orlicense suspended, unless the basis for the suspension is aviolation of Section
11.61(b)(14), 22.12, 28.11, 61.71(a)(5),61.71(a)(6), 61.74(a)(14), 69.13, 71.09, 101.63, 106.03, 0r106.06 or
an offense relating to prostitution or gambling, in which case the commission or administrator shall
determinewhether the permittee or licensee may have the opportunity to paya civil penalty rather than have
the permit or license suspended. The commission shall adopt rules addressing when suspension maybe
imposed pursuant to this section without the opportunity topay a civil penalty. In adopting rules under this
subsection,the commission shall consider the type of license or permit held,the type of violation, any
aggravating or amelioratingcircumstances concerning the violation, and any past violationsof this code by
the permittee or licensee. In cases in which acivil penalty is assessed, the commission or administrator



shalldetermine the amount of the penalty and in doing so shallconsider the economic impact a suspension
would have on thepermittee or licensee. The amount of the civil penalty may not be less than $150 or more
than $25,000 for each day the permit orlicense was to have been suspended. If the licensee or permitteedoes
not pay the penalty before the sixth day after thecommission or administrator notifies him of the amount,
thecommission or administrator shall impose the suspension. (b) In the case of a violation of this code by a
permittee or aretail dealer's off-premise licensee, the commission oradministrator may relax any provision
of the code relating to thesuspension or cancellation of the permit or license and assess asanction the
commission or administrator finds just under the circumstances, and the commission or administrator may
reinstatethe license or permit at any time during the period of suspensionon payment by the permittee or
licensee of a fee of not less than$75 nor more than $500, if the commission or administrator findsthat any
of the circumstances described in Subsection (c) of thissection exists. (c) The following circumstances
justify the application ofSubsection (b) of this section: (1) that the violation could not reasonably have been
prevented by the permittee or licensee by the exercise of due diligence; (2) that the permittee or licensee
was entrapped; (3) that an agent, servant, or employee of the permittee or licensee violated this code
without the knowledge of the permittee or licensee; (4) that the permittee or licensee did not knowingly
violate this code; or (5) that the violation was a technical one. (d) Fees and civil penalties received by the
commission underthis section shall be deposited in the confiscated liquor funduntil the unexpended and
unencumbered balance contained in theconfiscated liquor fund on September 1, 1983, and the
amountdeposited in the fund from all sources on or after September 1,1983, totals $2.4 million. Thereafter,
fees and civil penaltiesreceived by the commission under this section shall be depositedin the general
revenue fund. Acts 1977, 65th Leg., p. 413, ch. 194, Sec. 1, eff. Sept. 1,1977. Amended by Acts 1977, 65th
Leg., p. 1180, ch. 453, Sec. 1,eff. Sept. 1, 1977; Acts 1983, 68th Leg., p. 1355, ch. 278, Sec.59 eff. Sept. 1,
1983; Acts 1993, 73rd Leg., ch. 934, Sec. 25,eff. Sept. 1, 1993.

CHAPTER 25. WINE AND BEER RETAILER’'S PERMIT

Sec. 25.06. Denial of Original Application.

(a) The county judge shall deny an original application for awine and beer retailer's permit if he finds that
the applicant,or the applicant's spouse, during the three years immediately preceding the application, was
finally convicted of a felony orone of the following offenses: (1) prostitution; (2) a vagrancy offense
involving moral turpitude; (3) bookmaking; (4) gambling or gaming; (5) an offense involving controlled
substances as defined in Chapter 481, Health and Safety Code or other dangerous drugs; (6) a violation of
this code resulting in the cancellation of a license or permit, or a fine of not less than $500; (7) more than
three violations of this code relating to minors; (8) bootlegging; or (9) an offense involving firearms or a
deadly weapon. (b) The county judge shall also deny an original applicationfor a permit if he finds that
three years have not elapsed sincethe termination of a sentence, parole, or probation served by theapplicant
or the applicant's spouse because of a felonyconviction or conviction of any of the offenses described
inSubsection (a) of this section. (c) The commission shall refuse to issue a renewal of a wine orbeer
retailer's permit if it finds: (1) that the applicant, or the applicant's spouse, has been convicted of a felony or
one of the offenses listed in Subsection (a) of this section at any time during the three years immediately
preceding the filing of the application for renewal; or (2) that three years have not elapsed since the
termination of a sentence, parole, or probation served by the applicant, or the applicant's spouse, of a felony
conviction or conviction of any of the offenses described in Subsection (a) of this section. (d) In this section
the word "applicant" includes theindividual natural person holding or applying for the permit or,if the
holder or applicant is not an individual natural person,the individual partner, officer, trustee, or receiver
who isprimarily responsible for the management of the premises.Acts 1977, 65th Leg., p. 426, ch. 194, Sec.
1, eff. Sept. 1,1977. Amended by Acts 1991, 72nd Leg., ch. 14, Sec. 284(56),eff. Sept. 1, 1991.



SUBTITLE B. LICENSES
CHAPTER 69. RETAIL DEALER’S ON-PREMISE LICENSE

Sec. 69.06. Denial of Original Application.

(a) The county judge shall deny an original application for aretail dealer's on-premise license if he finds that
the applicantor the applicant's spouse, during the three years immediately preceding the application, was
finally convicted of a felony orone of the following offenses: (1) prostitution; (2) a vagrancy offense
involving moral turpitude; (3) bookmaking; (4) gambling or gaming; (5) an offense involving controlled
substances as defined in the Texas Controlled Substances Act or other dangerous drugs; (6) a violation of
this code resulting in the cancellation of a license or permit, or a fine of not less than $500; (7) more than
three violations of this code relating to minors; (8) bootlegging; or (9) an offense involving firearms or a
deadly weapon. (b) The county judge shall also deny an original applicationfor a license if he finds that
three years has not elapsed sincethe termination of a sentence, parole, or probation served by theapplicant
or the applicant's spouse because of a felonyconviction or conviction of any of the offenses described
inSubsection (a) of this section. (c) The commission shall refuse to issue a renewal of a retaildealer's on-
premise license if it finds: (1) that the applicant or the applicant's spouse has been finally convicted of a
felony or one of the offenses listed in Subsection (a) of this section at any time during the three years
immediately preceding the filing of the application for renewal; or (2) that three years has not elapsed since
the termination of a sentence, parole, or probation served by the applicant or the applicant's spouse because
of a felony prosecution or prosecution for any of the offenses described in Subsection (a) of this section. (d)
In this section the word "applicant™ includes theindividual natural person holding or applying for the
license or,if the holder or applicant is not an individual natural person,the individual partner, officer,
trustee, or receiver who isprimarily responsible for the management of the premises.Acts 1977, 65th Leg.,
p. 483, ch. 194, Sec. 1, eff. Sept. 1,1977.

CIVIL PRACTICE AND REMEDIES CODE

TITLE 6. MISCESSANEOUS PROVISIONS
CHAPTER 125. COMMON AND PUBLIC NUISANCES
SUBCHAPTER A. SUIT TO ABATE CERTAIN COMMON NUISANCES

Sec. 125.001. Common Nuisance.

(a) A person who knowingly maintains a place to which personshabitually go for the following purposes
maintains a commonnuisance: (1) prostitution or gambling in violation of the Penal Code; (2) discharge of
a firearm in a public place in violation of Section 42.01(a)(9), Penal Code; (3) reckless discharge of a
firearm as described by Section 42.12, Penal Code; (4) engaging in organized criminal activity as a member
of a combination as described by Section 71.02, Penal Code; or (5) delivery, possession, manufacture, or
use of a controlled substance in violation of Chapter 481, Health and Safety Code. (b) A person maintains a
common nuisance if the person: (1) knowingly maintains a multiunit residential property described by
Subsection (c) to which persons habitually go to commit the following acts: (A) aggravated assault as
described by Section 22.02, Penal Code; (B) sexual assault as described by Section 22.011, Penal Code; (C)
aggravated sexual assault as described by Section 22.021, Penal Code; (D) robbery as described by Section
29.02, Penal Code; (E) aggravated robbery as described by Section 29.03, Penal Code; or (F) unlawfully
carrying a weapon as described by Section 46.02, Penal Code; and (2) has failed to make reasonable
attempts to abate such acts. (c) Subsection (b) applies only to a multiunit residentialproperty, as that term is
defined by Section 125.041, as amendedby Section 1, Chapter 818, Acts of the 74th Legislature, 1995,that
is located in a municipality that has a population of at least 440,000.Acts 1985, 69th Leg., ch. 959, Sec. 1,



eff. Sept. 1, 1985. Amended by Acts 1987, 70th Leg., ch. 959, Sec. 1, eff. Sept. 1,1987; Acts 1991, 72nd

Leg., ch. 14, Sec. 284(42), eff. Sept. 1,1991; Acts 1993, 73rd Leg., ch. 857, Sec. 2, eff. Sept. 1, 1993;Acts
1993, 73rd Leg., ch. 968, Sec. 1, eff. Aug. 30, 1993; Acts1995, 74th Leg., ch. 76, Sec. 14.03, eff. Sept. 1,
1995; Acts1995, 74th Leg., ch. 318, Sec. 25, eff. Sept. 1, 1995; Acts 1995,74th Leg., ch. 663, Sec. 2, eff.

Sept. 1, 1995.Amended by Acts 1997, 75th Leg., ch. 1181, Sec. 1, eff. Sept. 1,1997.

Sec. 125.002. Suit to Abate Common Nuisance; Bond.

(a) A suit to enjoin and abate a common nuisance may be broughtby an individual, by the attorney general,
or by a district,county, or city attorney. The suit must be brought in the countyin which it is alleged to exist
against the person who ismaintaining or about to maintain the nuisance. The suit must bebrought in the
name of the state if brought by the attorneygeneral or a district or county attorney, in the name of the cityif
brought by a city attorney, or in the name of the individual if brought by a private citizen. Verification of
the petition orproof of personal injury by the acts complained of need not beshown. For purposes of this
subsection, personal injury mayinclude economic or monetary loss. (b) If judgment is in favor of the
petitioner, the court shallgrant an injunction ordering the defendant to abate the nuisanceand enjoining the
defendant from maintaining or participating inthe nuisance. The judgment must order that the place where
thenuisance exists be closed for one year after the date of judgmentunless the defendant or the real property
owner, lessee, or tenant of the property posts bond. (c) The bond must: (1) be payable to the state at the
county seat of the county in which the nuisance exists; (2) be in the penal sum of $10,000; (3) have
sufficient sureties approved by the court; and (4) be conditioned that the property will not be used or
permitted to be used for prostitution or gambling in violation of the Penal Code or for delivery or use of a
controlled substance in violation of Chapter 481, Health and Safety Code.Acts 1985, 69th Leg., ch. 959,
Sec. 1, eff. Sept. 1, 1985. Amended by Acts 1987, 70th Leg., ch. 959, Sec. 2, eff. Sept. 1,1987; Acts 1991,
72nd Leg., ch. 14, Sec. 284(42), eff. Sept. 1,1991.

SUBCHAPTER B. SUIT TO ABATE CERTAIN PUBLIC NUISANCES

Sec. 125.021. Public Nuisance.

The habitual use or the threatened or contemplated habitual use of any place for any of the following
purposes is a public nuisance: (1) gambling, gambling promotion, or communicating gambling information
prohibited by law; (2) promotion or aggravated promotion of prostitution; (3) compelling prostitution; (4)
commercial manufacture, commercial distribution, or commercial exhibition of obscene material; (5)
commercial exhibition of live dances or other acts depicting real or simulated sexual intercourse or deviate
sexual intercourse; (6) engaging in a voluntary fight between a man and a bull if the fight is for a thing of
value or a championship, if a thing of value is wagered on the fight, or if an admission fee for the fight is
directly or indirectly charged, as prohibited by law; (7) discharge of a firearm in a public place in violation
of Section 42.01(a)(9), Penal Code; Text of subd. (8) as reenacted and amended by Acts 1995, 74thLeg.,
ch. 318, Sec. 28 (8) engaging in organized criminal activity as a member of a combination or as a member
of a criminal street gang as described by Section 71.02, Penal Code; orText of subd. (8) as amended by
Acts 1995, 74th Leg., ch. 663,Sec. 5 (8) reckless discharge of a firearm as described by Section 42.12,
Penal Code; (9) engaging in organized criminal activity as a member of a combination as described by
Section 71.02, Penal Code; or (10) delivering or using a controlled substance in violation of Chapter 481,
Health and Safety Code.Acts 1985, 69th Leg., ch. 959, Sec. 1, eff. Sept. 1, 1985. Amended by Acts 1987,
70th Leg., ch. 959, Sec. 5, eff. Sept. 1,1987; Acts 1991, 72nd Leg., ch. 14, Sec. 284(42), eff. Sept. 1,1991;
Acts 1993, 73rd Leg., ch. 857, Sec. 2, eff. Sept. 1, 1993;Acts 1993, 73rd Leg., ch. 968, Sec. 1, eff. Aug. 30,
1993; Acts1995, 74th Leg., ch. 76, Sec. 14.07, eff. Sept. 1, 1995; Acts1995, 74th Leg., ch. 318, Sec. 28, eff.
Sept. 1, 1995; Acts 1995,74th Leg., ch. 663, Sec. 5, eff. Sept. 1, 1995.



SUBCHAPTER C. ADDITIONAL NUISANCE REMEDIES

Sec. 125.041. Definitions.

Text of section as amended by Acts 1995, 74th Leg., ch. 76, Sec.14.08, Acts 1995, 74th Leg., ch. 318, Sec.
29, and Acts 1995,74th Leg., ch. 663, Sec. 6 For the purposes of this subchapter, a public nuisance
isconsidered to exist at a place if one or more of the followingacts occurs at that place on a regular basis:
(1) gambling, gambling promotion, or communication of gambling information, as prohibited by Chapter
47, Penal Code; (2) promotion or aggravated promotion of prostitution, as prohibited by Chapter 43, Penal
Code; (3) compelling prostitution, as prohibited by Chapter 43, Penal Code; (4) commercial manufacture,
commercial distribution, or commercial exhibition of material that is obscene, as defined by Section 43.21,
Penal Code; (5) commercial exhibition of a live dance or other act in which a person engages in real or
simulated sexual intercourse or deviate sexual intercourse, as defined by Section 43.01, Penal Code; (6)
discharge of a firearm in violation of Section 42.01(a)(9), Penal Code; (7) reckless discharge of a firearm as
described by Section 42.12, Penal Code; (8) engaging in organized criminal activity as a member of a
combination as described by Section 71.02, Penal Code; or (9) manufacture, delivery, or use of a controlled
substance in violation of Chapter 481, Health and Safety Code.Added by Acts 1987, 70th Leg., ch. 959,
Sec. 7, eff. Sept. 1,1987. Amended by Acts 1991, 72nd Leg., ch. 14, Sec. 284(42),eff. Sept. 1, 1991; Acts
1993, 73rd Leg., ch. 857, Sec. 2, eff. Sept. 1, 1993; Acts 1993, 73rd Leg., ch. 968, Sec. 1, eff. Aug.30,
1993; Acts 1995, 74th Leg., ch. 76, Sec. 14.08, eff. Sept. 1,1995; Acts 1995, 74th Leg., ch. 318, Sec. 29,
eff. Sept. 1, 1995;Acts 1995, 74th Leg., ch. 663, Sec. 6, eff. Sept. 1, 1995.For text of section as amended by
Acts 1995, 74th Leg., ch. 818, Sec. 1, see Sec. 125.041, post

GOVERNMENT CODE

TITLE 4. EXECUTIVE BRANCH

SUBTITLE C. STATE MILITARY FORCES AND VERANS
CHAPTER 431. STATE MILITIA

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 431.012. Interference With State Military Forces.

(a) A person who intentionally hinders, delays, or obstructs orwho intentionally attempts to hinder, delay,
or obstruct aportion of the state military forces on active duty in theservice of the state in performance of a
military duty commits anoffense. An offense under this subsection is a misdemeanorpunishable by a fine of
not less than $100 nor more than $1,000,by imprisonment for not less than one month nor more than
oneyear, or by both. (b) The commanding officer of a portion of the state militaryforces parading or
performing a military duty in a street orhighway may require a person in the street or highway to yield
right-of-way to the forces, except that the commanding officermay not interfere with the carrying of the
United States mail, alegitimate function of the police, or the progress or operationof a hospital ambulance
or fire department. (c) During an occasion of duty, a commanding officer may arresta person who: (1)
trespasses on the campground, parade ground, armory, or other place devoted to the duty; (2) interrupts or
molests the orderly discharge of duty by those under arms; or (3) disturbs or prevents the passage of troops
going to or coming from duty. (d) The commanding officer may prohibit and abate as a commonnuisance a
huckster or auction sale or gambling on the post,campground, or place of encampment, parade, or drill
under theofficer's command.Acts 1987, 70th Leg., ch. 147, Sec. 1, eff. Sept. 1, 1987.



SUBTITLE E. OTHER EXECUTIVE AGENCIES AND PROGRAMS

CHAPTER 466. STATE LOTTERY

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 466.001. Short Title.

This chapter may be cited as the State Lottery Act.

Added by Acts 1993, 73rd Leg., ch. 107, Sec. 4.03(b), eff. Aug.
30, 1993.

Sec. 466.002. Definitions.

In this chapter:

(1) "Conmi ssion" means the Texas Lottery
Conmi ssi on.

(2) "Director" neans the director of the
di vi si on.

(3) "Division" neans the lottery division
est abl i shed by the
conmi ssi on under Chapter 467.

(4) "Executive director" means the executive
director of the
conmi ssi on.

(5) "Lottery" means the procedures operated by
the state
under this chapter through which prizes are awarded or
di stri buted by chance anobng persons who have paid, or
unconditionally agreed to pay, for a chance or other
opportunity to receive a prize.

(6) "Lottery gane" includes a lottery activity.

(7) "Lottery operator"” neans a person sel ected
under Section
466. 014(b) to operate a lottery.

(8) "Player" neans a person who contributes any
part of the
consideration for a ticket.

(9) "Sal es agent"” or "sal es agency" neans a
person |icensed
under this chapter to sell tickets.



(10) "Ticket" nmeans any tangi bl e evidence issued
to provide
participation in a lottery game authorized by this chapter

Added by Acts 1993, 73rd Leg., ch. 107, Sec. 4.03(b), eff. Aug.
30, 1993. Anended by Acts 1995, 74th Leg., ch. 76, Sec. 6.01
eff. Sept. 1, 1995.

Sec. 466.003. Application of Sunset Act.

(a) The lottery division is subject to Chapter 325 (Texas
Sunset Act). Unless continued in existence as provided by that
chapter, the division is abolished and this chapter expires
Septenber 1, 2003.

(b) A contract between the division and a lottery operator
under Section 466.014(b) must term nate on or before Septenber 1,
2004.

Added by Acts 1993, 73rd Leg., ch. 107, Sec. 4.03(b), eff. Aug.
30, 1993.

Sec. 466.004. Exemption From Taxation.

(a) A political subdivision of this state nmay not i npose:
(1) a tax on the sale of a ticket;

(2) a tax on the paynent of a prize under this
chapter; or

(3) an ad valoremtax on tickets.

(b) The receipts fromthe sale, use, or other consunption of a
ticket are exenpt fromtaxati on under Chapter 151, Tax Code.

Added by Acts 1993, 73rd Leg., ch. 107, Sec. 4.03(b), eff. Aug.
30, 1993.

SUBCHAPTER B. ADMINISTRATION

Sec. 466.012. Division Employees.

Di vi si on enpl oyees are specifically exenpted from Chapter 654.
The director shall set the salaries of these enpl oyees.

Added by Acts 1993, 73rd Leg., ch. 107, Sec. 4.03(b), eff. Aug.

30, 1993. Anended by Acts 1995, 74th Leg., ch. 76, Sec. 6.02,
eff. Sept. 1, 1995.

Sec. 466.014. Powers and Duties of Commission and Executive Director.



(a) The conmi ssion and executive director have broad authority
and shall exercise strict control and cl ose supervision over al
lottery ganes conducted in this state to pronote and ensure
integrity, security, honesty, and fairness in the operation and
adm nistration of the lottery.

(b) The executive director may contract with or enploy a
per son
to performa function, activity, or service in connection wth
the operation of the lottery as prescribed by the executive
director. A person with whomthe executive director contracts to
operate a lottery must be eligible for a sales agent license
under Section 466. 155.

(c) The executive director may award a contract for lottery
supplies or services, including a contract under Subsection (b),
pendi ng the conpl etion of any investigation authorized by this
chapter. A contract awarded under this subsection nust include a
provision pernmtting the executive director to ternminate the
contract without penalty if the investigation reveals that the
person to whomthe contract is awarded woul d not be eligible for
a sal es agent l|icense under Section 466.155.

Added by Acts 1993, 73rd Leg., ch. 107, Sec. 4.03(b), eff. Aug.
30, 1993. Anended by Acts 1995, 74th Leg., ch. 76, Sec. 6.03,
eff. Sept. 1, 1995.

Sec. 466.015. Rules.

(a) The conmission shall adopt all rules necessary to
adm ni ster this chapter. The executive director nmay propose
rules to be adopted by the comm ssion, but the executive
director's proposed rules have no effect until adopted by the
commi ssi on.

(b) The conmi ssion shall adopt rules to the extent they are
not
i nconsi stent with Chapters 551 and 552 governing the:

(1) security for the lottery and the conm ssion
i ncl udi ng
t he devel opnent of an internal security plan

(2) apportionnent of the total revenues fromthe
sal e of
tickets and fromall other sources in the anpbunts provided by
this chapter;

(3) enforcenent of prohibitions on the sale of
tickets to or
by an individual younger than 18 years of age; and

(4) enforcenent of prohibitions on a person
pl aying a



|ottery gane by tel ephone.

(c) The conmi ssion may adopt rul es governing the establishment
and operation of the lottery, including rules governing:

(1) the type of lottery ganes to be conduct ed;
(2) the price of each ticket;

(3) the nunber of winning tickets and anount of
the prize
paid on each winning ticket, except that the total anpunt of
prizes awarded under this chapter may not exceed the anopunt
descri bed in Subsection (d);

(4) the frequency of the drawi ng or sel ection of
a w nni ng
ticket;

(5) the nunber and types of l|ocations at which a
ticket may
be sol d;

(6) the method to be used in selling a ticket;

(7) the use of vending nachines or electronic or
nmechani ca
devi ces of any kind, other than machi nes or devices that
di spense currency or coins as prizes;

(8) the manner of paying a prize to the hol der
of a w nni ng
ticket;

(9) the investigation of possible violations of
this chapter
or any rul e adopted under this chapter

(10) the means of advertising to be used for the
lottery;

(11) the qualifications of vendors of lottery
servi ces or
equi pnent ;
(12) the confidentiality of information relating
to the
operation of the lottery, including:
(A) trade secrets;
(B) security neasures, systens, or procedures;

(O security reports;

(D) bids or other information regarding the
comi ssion's



contracts, if disclosure of the information would inpair the
conmission's ability to contract for facilities, goods, or
services on ternms favorable to the conm ssion

(E) personnel infornmation unrelated to
conpensati on,
duties, qualifications, or responsibilities; and

(F) information obtained by comr ssion security
officers
or investigators;

(13) the devel opment and availability of a nodel
agr eement
governing the division of a prize anong nultiple purchasers of
a winning ticket purchased through a group purchase or pooling
arrangenent ;

(14) the criteria to be used in evaluating bids
for
contracts for lottery facilities, goods, and services; or

(15) any other matter necessary or desirable as
det er m ned
by the comission, to pronpte and ensure:

(A) the integrity, security, honesty, and
fairness of
the operation and administration of the lottery; and

(B) the conveni ence of players and hol ders of
Wi nni ng
tickets.

(d) The total anpunt of lottery prizes that the comm ssion may
award for all lottery games in any fiscal year nmay not exceed an
amount equal to the gross revenue fromthe sale of tickets in
that fiscal year multiplied by the percentage amount of lottery
prizes awarded for all lottery ganes in fiscal year 1997 as
determ ned by the conptroller mnus an ambunt equal to five
percent of gross lottery revenue for the fiscal year in which the
prizes are being awarded.

Added by Acts 1993, 73rd Leg., ch. 107, Sec. 4.03(b), eff. Aug.
30, 1993. Anended by Acts 1995, 74th Leg., ch. 76, Secs.
5.95(83), (94), 6.04, eff. Sept. 1, 1995; Acts 1997, 75th Leg.
ch. 592, Sec. 3.01, eff. Sept. 1, 1997.

Sec. 466.016. Annual Report.

The conmi ssion shall make an annual report to the governor and
the legislature that provides a summary of lottery revenues,
prize di sbursenments, and ot her expenses for the fiscal year
preceding the report. The report nust be in the formand
reported in the tine provided by the General Appropriations Act.



Added by Acts 1993, 73rd Leg., ch. 107, Sec. 4.03(b), eff. Aug.
30, 1993. Anended by Acts 1995, 74th Leg., ch. 76, Sec. 6.04,
eff. Sept. 1, 1995.

Sec. 466.0161. Review by Comptroller.

(a) Annually, the conptroller shall review the managenent and
operations of the lottery. The conptroller nmay exani ne books,
records, docunents, things, or persons as necessary for that
pur pose.

(b) The conptroller shall report the results of the reviewto
t he governor, the lieutenant governor, and the speaker of the
house of representatives.

Added by Acts 1995, 74th Leg., ch. 76, Sec. 6.05, eff. Sept. 1
1995.

Sec. 466.017. Audits.

(a) The executive director shall provide for a certified
public
accountant to conduct an independent audit for each fiscal year
of all accounts and transactions of the lottery. The certified
public accountant nay not have, as determined by the executive
director, a significant financial interest in a sales agent,
lottery vendor, or lottery operator. The certified public
accountant shall present an audit report to the executive
director, the comm ssion, the governor, the conptroller, and the
| egi slature not later than the 30th day after the subni ssion date
for the annual financial report required by the Genera
Appropriations Act. The report nust contain recomrendations to
enhance the earnings capability of the lottery and inprove the
efficiency of lottery operations. The state auditor may review
the results of and working papers related to the audit.

(b) Each lottery operator's and sales agent's records are
subject to audit by the conmi ssion and the state auditor. For
t he purpose of carrying out this chapter, the executive director
or state auditor nay exam ne all books, records, papers, or other
objects that the executive director or state auditor determnnes
are necessary for conducting a conpl ete exam nation under this
chapter and nay al so exam ne under oath any officer, director, or
enpl oyee of a lottery operator or sales agent. The executive
director or state auditor may conduct an exam nation at the
principal office or any other office of the lottery operator or
sal es agent or may require the lottery operator or sales agent to
produce the records at the office of the comission or state
auditor. |If a sales agent refuses to pernit an exam nation or to
answer any question authorized by this subsection, the executive
director may sunmarily suspend the |license of the sal es agent
under Section 466.160 until the examination is conpleted as
required. Section 321.013(h) does not apply to an audit of a



lottery operator or sales agent.

Added by Acts 1993, 73rd Leg., ch. 107, Sec. 4.03(b), eff. Aug.
30, 1993. Anended by Acts 1995, 74th Leg., ch. 76, Sec. 6.06,
eff. Sept. 1, 1995; Acts 1997, 75th Leg., ch. 1035, Sec. 66, eff.
Sept. 1, 1997.

Sec. 466.018. Investigations.

The attorney general, the district attorney for Travis County,
or the district attorney, crimnal district attorney, or county
attorney perfornmng the duties of district attorney for the
county in which the violation or alleged violation occurred may
investigate a violation or alleged violation of this chapter and
of the penal laws of this state by the conmission or its
enpl oyees, a sales agent, a lottery vendor, or a lottery
oper at or.

Added by Acts 1993, 73rd Leg., ch. 107, Sec. 4.03(b), eff. Aug.
30, 1993. Anended by Acts 1995, 74th Leg., ch. 76, Sec. 6.07,
eff. Sept. 1, 1995.

Sec. 466.019. Enforcement.

(a) The executive director or designated personnel of the
conmi ssion may investigate violations of this chapter and
viol ations of the rules adopted under this chapter. After
conducting investigations, the executive director, a person
desi gnated by the conmi ssion, or any |aw enforcenent agency nay
file a conplaint with the district attorney of Travis County or
with the district attorney of the county in which a violation is
al | eged to have occurred.

(b) The executive director has the adm nistrative,
enf or cenent,
and col | ection powers provided by Subtitle B, Title 2, Tax Code,
inregard to the lottery. For purposes of the application of
Title 2 of the Tax Code:

(1) the state's share of proceeds fromthe sale
of lottery
tickets is treated as if it were a tax; and

(2) a power granted to the conptroller nay be
exerci sed by
t he conmi ssi on.

Added by Acts 1993, 73rd Leg., ch. 107, Sec. 4.03, eff. Aug. 30,

1993. Amended by Acts 1995, 74th Leg., ch. 76, Sec. 6.07, eff.
Sept. 1, 1995.

Sec. 466.020. Security.



(a) The executive director shall maintain a departnent of
security in the comm ssion. The executive director shall appoint
a deputy to admi nister the departnent. The deputy nust be
qualified by training and experience in | aw enforcenent or
security to supervise, direct, and adm nister the activities of
t he department.

(b) The executive director may enploy security officers or
i nvestigators as the executive director considers necessary and
may conmi ssion security officers or investigators as peace
officers. The deputy and all investigators enployed by the
department of security as peace officers must neet the
requi renents under Chapter 415 for enploynent and conm ssion as
peace of ficers.

(c) A security officer or investigator enployed by the
department of security or a peace officer who is working in
conjunction with the comm ssion or the Departnent of Public
Safety in the enforcenent of this chapter, without a search
warrant, nmay search and seize a lottery vending nmachine, lottery
conputer terminal, or other lottery equi pnent that is |ocated on
prem ses for which a person holds a sales agent license issued
under this chapter

(d) The Departnment of Public Safety, at the conm ssion's
request, shall performa full crimnal background investigation
of a prospective deputy or investigator of the departnent of
security. The conm ssion shall reinburse the Departnent of
Public Safety for the actual costs of an investigation.

(e) At |least once every two years, the executive director
shal |
enpl oy an independent firmthat is experienced in security,
i ncludi ng conputer security and systens security, to conduct a
conpr ehensive study of all aspects of lottery security,
i ncl udi ng:
(1) lottery personnel security;
(2) sal es agent security;
(3) lottery operator and vendor security;
(4) security against ticket counterfeiting and
alteration
and ot her nmeans of fraudul ent wi nning;
(5) security of lottery draw ngs;
(6) lottery conputer, data commrunicati ons,
dat abase, and
systems security;

(7) lottery prem ses and warehouse security;

(8) security of distribution of tickets;



(9) security of validation and paynent
procedures;

(10) security involving unclainmed prizes;
(11) security aspects of each lottery gane;

(12) security against the deliberate placenment
of Wi nni ng
tickets in lottery ganes that involve preprinted w nning
tickets by persons involved in the production, storage,
transportation, or distribution of tickets; and

(13) other security aspects of lottery
operations.

(f) The executive director shall provide the commission with a
conpl ete report of the security study conducted under Subsection
(e). The comni ssion shall provide the governor and the
| egi sl ature, before the convening of each regular |egislative
session, with a sutmmary of the security study that shows the
overal |l evaluation of the lottery's security.

(g) Expired

Added by Acts 1993, 73rd Leg., ch. 107, Sec. 4.03(b), eff. Aug.
30, 1993. Anended by Acts 1995, 74th Leg., ch. 76, Sec. 6.08,
eff. Sept. 1, 1995.

Sec. 466.021. Demographic Studies.

(a) The executive director shall, every two years, enploy an
i ndependent firm experienced in denographic analysis to conduct a
denogr aphic study of lottery players. The study nust include the
i ncome, age, sex, race, education, and frequency of participation
of players.

(b) The executive director shall report the results of the
denogr aphi ¢ study conducted under Subsection (a) to the
conmi ssion, the governor, and the |legislature before the
conveni ng of each regular |egislative session

Added by Acts 1993, 73rd Leg., ch. 107, Sec. 4.03(b), eff. Aug.

30, 1993. Anended by Acts 1995, 74th Leg., ch. 76, Sec. 6.09,
eff. Sept. 1, 1995.

Sec. 466.022. Confidential Information.

(a) Except as otherw se provided by law, all conm ssion
records
are subject to public inspection in accordance with Chapter 552.

(b) I'n addition to comm ssion records excepted from di scl osure



under Chapter 552, the following information is confidential and
is exenpt fromdisclosure

(1) security plans and procedures of the
conmi ssi on desi gned
to ensure the integrity and security of the operation of the
lottery;

(2) information of a nature that is designed to
ensure the
integrity and security of the selection of winning tickets or
nunbers in the lottery, other than information describing the
general procedures for selecting winning tickets or nunbers;
and

(3) the street address and tel ephone nunber 